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COMPLAINT

The United States of America, acting under the direction of the Attorney General of the
United States, brings this civil antitrust action against The Thomson Corporation (“Thomson’)
and Reuters Group PLC (“Reuters™) to obtain equitable relief to prevent Thomson’s proposed
acquisition of Reuters, and to obtain other relief as appropriate. The United States alleges as
follows:

I. NATURE OF THE ACTION

1. On May 15, 2007, Thomson and Reuters signed an agreement to combine the two

companies, with Thomson to control approximately 70% of the combined businesses. The cash

and stock transaction valued Reuters at $17.2 billion..



2. Thomson and Reuters both create and distribute financial news and data,
including fundamentals data, earnings estimates data, and aftermarket research reports. Thomson
and Reuters are two of the three largest providers of financial data worldwide to institutions such
as investment banks and trading firms. More particularly, Thomson and Reuters are two of the
four largest suppliers of fundamentals data to institutions worldwide, two of the three largest
suppliers of earnings estimates data to institutions worldwide, and the two largest distributors of
aftermarket research reports worldwide.

3. The United States brings this action to prevent the proposed acquisition of Reuters
by Thomson because it would substantially lessen competition in the distribution and sale of
fundamentals data, earnings estimates data, and aftermarket research reports in violation of
Section 7 of the Clayton Act, 15 U.S.C. § 18.

II. PARTIES TO THE PROPOSED ACQUISITION

4. Thomson is a Canadian corporation with its principal place of business in
Stamford, Connecticut. Thomson is comprised of five business divisions: Legal, Financial, Tax
& Accounting, Scientific, and Healthcare. Thomson Financial distributes and sells, among other
financial products, the relevant products -- fundamentals data, earnings estimates data, and
aftermarket research reports.

5. Thomson is one of the three largest distributors of financial data to institutional
users in the world. Thomson is one of the three largest distributors of ﬁ.mdamentals data and is
the largest distributor of earnings estimates data and aftermarket research reports. In 2006,
Thomson reported company-wide revenues of approximately $6.6 billion, with Thomson

Financial accounting for approximately $2 billion.




6. Reuters is a United Kingdom public limited company with its principal place of
business in London, England. Reuters distributes and sells, among other financial products, the
relevant products — fundamentals data, earnings estimates data, and aftermarket research reports.

7. Reuters 1is also one of the three largest distributors of financial data to institutional
users in the world. Reuters is one of the four largest distributors of fundamentals data in the
world, the second largest distributor of earnings estimates data, and the second largest distributor
of aftermarket research reports. In 2006, Reuters reported company-wide revenues of
approximately $5 billion.

I1I. JURISDICTION AND VENUE

8. Plaintiff United States brings this action under Section 15 of the Clayton Act, as
amended, 15 U.S.C. § 25, to prevent and restrain defendants from violating Section 7 of the
Clayton Act, 15 U.S.C. § 18.

9. Defendants produce, distribute, and sell financial data products and services,
including fundamentals data, earnings estimates data, and aftermarket research reports, in the
flow of interstate commerce. Defendants’ activities in producing, distributing, and selling these
products generate revenues of hundreds of millions of dollars annually and substantially affect
interstate commerce. This court has subject matter jurisdiction over this action pursuant to
Section 12 of the Clayton Act, 15 U.S.C. § 22, and 28 U.S.C. §§ 1331, 1337(a), and 1345.

10. Defendants sell a variety of financial data products and services, including
fundamentals data, earnings estimates data, and aftermarket research reports, in this judicial

district and have consented to venue and personal jurisdiction.



IV. TRADE AND COMMERCE
A. Fi ial D

11. Investment managers, investment bankers, traders, corporate managers, and other
firms (“institutional financial data users”) use financial data to support investment decisions and
to provide advice to their firms or clients. This data includes relevant news information, pricing
information on various types of investment vehicles, and descriptive and predictive data about
individual companies, market sectors, or the economy. Although some financial information,
such as delayed stock prices and basic news, is available for no charge on public websites, most
institutional financial data users need, and are willing to pay for, higher quality data such as:
real-time securities prices; real-time standardized earnings estimates; comprehensive and etror-
checked fundamentals data; pricing data for fixed-income securities; financial analytic tools; and
proprietary news and analysis.

12.  Financial data firms such as Thomson and Reuters typically deliver financial data
and other products to their institutional ﬁsers through a variety of distribution channels. The so-
called “terminals” channel is the largest, wherein financial data providers package or bundle a
number of different types of financial data, such as quotes and prices for a variety of financial
instruments, fundamentals data, earnings estimates data, macroeconomic data, real-time and
aftermarket research, as well as news, charting and other analytic tools. These types of financial
data, analytic tools and news, sold in a variety of packaged configurations with optional content
and features, are delivered through customized graphical user interfaces to institutional financial
data users’ desktop computers. These products are sold by subscription, generally on a per-user

or enterprise basis, with pricing generally based on a single price for the bundled products and



separately priced optional additions. Thomson and Reuters are two of the three largest providers
of financial data terminals in the United States,

13.  Financial data providers like Thomson and Reuters also deliver financial data
through enterprise-level electronic data feeds that allow an institutional financial data user to
assemble its own packages of financial data, analytic tools, and news; integrate the data with its
own applications; and distribute them within its own organization to users’ desktops. Financial
data providers also sell redistribution rights on a wholesale basis to third parties who distribute
the data to their own terminal or internet-based customers. Thomson and Reuters have competed
to supply such data to resellers, and third party providers of financial data terminals to
institutional financial data users rely on access to certain types of financial data for which
Thomson and Reuters are the principal suppliers. Finally, financial data providers also supply
financial data to their customers over the public internet via password-protected websites.

B. The Relevant Product Markets

There are three relevant product markets: (1) fundamentals data; (2) earnings estimates
data; and (3) aftermarket research.

1. Fundamentals Data

14.  Fundamentals data concern the financial performance and other attributes of
individual companies, including information from financial statements, calculated financial
ratios, per share data, security and market identifiers, product information, and company profile
data. Fundamentals data generally pertain to publicly-traded companies and both U.S.-based and
foreign companies. Providers of fundamentals data such as Thomson and Reuters maintain

fundamentals data for tens of thousands of companies, both active and defunct, over periods of



years or decades.

15.  Providers of fundamentals data extract the data from company financial
statements and reports as they are released and update the data on an ongoing basis. Providers
add significant value by interpreting and translating footnotes, calculating a variety of ratios,
“normalizing” the data into a consistent format, and “‘standardizing” the data to facilitate
comparisons of companies. Such data can be provided to customers in an “as reported” format or
in a “standardized” format.

16.  Institutional financial data users utilize fundamentals data in making investment
decisions with respect to individual securities, to test investment strategies and models at
different points in time, to chart the historical performance of companies, and to back-test
quantitative models.

17.  There are no substitutes for fundamentals data. Fundamentals data are a key
component needed by institutional financial data users for developing and testing trading
strategies and quantitative models as well as making individual investment decisions.
Institutional financial data users require timely, reliable, easily accessible, aggregated, accurate,
and comprehensive financial data for many thousands of companies.

18. A small but significant post-acquisition increase in the price of fundamentals data
would not cause institutional financial data users to substitute another product or otherwise
reduce their use of fundamentals data to a sufficient extent so as to make such a price increase
unprofitable.

19.  The distribution and sale of fundamentals data is a line of commerce and a

relevant product market within the meaning of Section 7 of the Clayton Act.



2.  Earnings Estimates Data

20.  An earnings estimate is a prediction of a company’s earnings, often in terms of
quarterly or annual earnings per share. Thomson and Reuters, and other firms, maintain
databases of published eamnings estimates going back years or decades.

21.  Providers of eamings estimates data collect and disseminate information from
investment bankers and other sources on an ongoing basis. Collecting estimates data involves
obtaining research reports from a wide range of investment bankers and other sources, such as
brokerage firms and specialized investment research firms. Errors in the data are coﬁected, and
as-reported data is normalized to common accounting conventions. Providers also calculate
various consensus estimates across industries or sectors. These functions add significant value.

22.  Institutional financial data users use earnings estimates when they decide whether
to trade or invest in individual securities. Some institutional financial data users use historical
earnings estimates data to evaluate investment strategies. For example, an analyst with a
quantitative model for evaluating stock investments may back-test the proposed model with ten
years of earnings history data to determine whether the model would have accurately predicted
past price movements.

23.  There are no reasonable substitutes for earnings estimates data. Earnings
estimates data are a key component in the development and testing of quantitative trading models
and trading decisions made by many institutional financial data users, who cannot otherwise
acquire sufficiently robust, standardized, historic and current earnings estimates data.

24, A small but significant post-acquisition increase in the price of earnings estimates

data would not cause institutional financial data users to substitute other products or otherwise




reduce their usage of earnings estimates in sufficient quantities so as to make such a price
increase unprofitable.

25.  The distribution and sale of earnings estimates data is a line of commerce and a
relevant product market under Section 7 of the Clayton Act.

3. Aftermarket Research Reports

26.  Research reports are detailed research documents prepared by analysts at
investment banks, brokerage firms, and other research firms that evaluate the prospects of
specific securities. These reports explain analysts’ opinions and include financial projections,
such as the company’s projected earnings per share of stock at the end of the company’s next
fiscal quarter. Research reports are often based on quantitative models of firms’ expected
performance.

27.  Aninvestment bank or brokerage firm typically provides research reports to its
customers immediately on publication. Such customers may obtain reports through a financial
data terminal, via email, or from authorized password-protected websites. After an embargo
period of days or weeks after release to clients has elapsed, investment banks and brokerage
firms typically allow their reports to be distributed in an “aftermarket” to other third parties,
sometimes for a fee.

28.  Thomson and Reuters aggregate and distribute research reports. Thomson and
Reuters each collect reports from hundreds of investment banks, brokerage firms, and other
research sources and sell copies of such reports once they are no longer embargoed. To do this,
Thomson and Reuters have developed infrastructure including a database of the reports and an

electronic distribution system. Thomson and Reuters also create and maintain indices, tables of



contents, and search tools so that third parties can locate and compare the research reports
available for purchase without having to contact individual investment banks and brokerage
firms. Thomson and Reuters sell aftermarket research reports under various pricing plans, such
as per-report, per-page, or so-called “all you can eat” access.

29.  There are no reasonable substitutes for the aftermarket research report distribution
services offered by Thomson and Reuters. Aftermarket research reports are a key investment
research tool for many institutional financial data users, who cannot acquire the reports’ contents
by other means. For example, the aggregation, indexing, search, and comparison features
provided by distributors of aftermarket research offer functionality not otherwise available. In
addition, institutional financial data users cannot, in a practical or efficient manner, contact and
arrange access to multiple research reports on an individual basis with possibly hundreds of
research providers.

30. A small but significant post-acquisition increase in the price of aftermarket
research report distribution services would not cause institutional financial data users to
substitute another product or otherwise reduce their use of such reports in sufficient quantities so
as to make such a price increase unprofitable.

31.  The distribution and sale of aftermarket research reports is a line of commerce and

a relevant product market under Section 7 of the Clayton Act.

C. T'he Relevant Geographic Market

32.  Thomson and Reuters sell fundamentals data, earnings estimates data, and
aftermarket research reports to institutional financial data users around the world. The world

constitutes a relevant geographic market under Section 7 of the Clayton Act for each of these



relevant product markets.
D. The Proposed T ion Will Harm Competition in the Relevant Markets

1. Fundamentals Data

33.  Competition between Thomson and Reuters in the distribution and sale of
fundamentals data has benefitted institutional financial data users.

34. The proposed transaction will significantly increase concentration among
suppliers of fundamentals data to institutional financial data users. In particular, the transaction
will eliminate competition between the two major suppliers of fundamentals databases that
provide comprehensive global coverage and the historical coverage required for quantitative
analysis, as well as competition between two of the three largest suppliers of fundamentals data
by datafeed.

35.  The proposed transaction will substantially increase the likelihood that the
combined firm unilaterally will increase the price of fundamentals data to a significant number of
institutional financial data users. The combined firm likely would increase price both to
institutional financial data users to whom they sell fundamentals data directly, either via data
feed or as part of a financial data terminal product sold by Thomson or Reuters, as well as to
institutional financial data users to whom Thomson and Reuters sell indirectly, via resellers that
offer financial data terminals in competition with Thomson and Reuters. The combined firm
would have the incentive and ability to increase the cost of data sold to resellers, or to
discontinue such supply of fundamentals data altogether.

36.  The response of other financial data providers will not prevent or undo the

competitive harm that will likely result from the proposed merger. To the extent other providers

10



rely on data acquired from Thomson or Reuters, the combined firm would control the cost and
availability of such data. Responses by firms with independent access to fundamentals data also
would be unlikely to prevent or undo the transaction’s competitive harm. A significant number
of institutional financial data users regard the products of Thomson and Reuters as their first and
second choices when purchasing fundamentals data, and consider fundamentals data products
offered by other financial data providers to be distant third choices. An insufficient number of
institutional financial data users would switch to a competing fundamentals data product to
defeat a price increase imposed unilaterally by the merged firm.

37.  Entry into or expansion into fundamentals data is difficult, time consuming, and
costly. New entrants into the fundamentals data market, particularly with respect to international
fundamentals data, must overcome significant barriers to entry. These include the difficulties of
arranging for collection of data on tens of thousands of companies on a global basis, constructing
a reliable historical database, the need to develop local expertise in each country’s accounting
norms, and the ability to develop data normalization and standardization processes. Therefore,
entry or expansion by any other firm will not be timely, likely, or sufficient to defeat an
anticompetitive price increase.

38.  Without the constraining effect of competition between Thomson and Reuters, the
combined firm will have a greater ability to exercise market power by raising its prices for
fundamentals data to institutional financial data users without risk of losing significant sales to
competitors.

39.  The transaction will substantially lessen competition in the distribution and sale of

fundamentals data in violation of Section 7 of the Clayton Act. The transaction is likely to lead
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to higher prices and reduced quality for-consumers of such data.

2. ’ Earnings Estimates Data

40.  Competition between Thomson and Reuters in the sale of earnings estimates data
has benefitted institutional financial data users.

41.  The proposed transaction will significantly increase concentration among
suppliers of earnings estimates data, eliminating competition between the world’s two largest
suppliers of earnings estimates data with broad, global, and historical coverage as well as the two
largest suppliers of estimates by datafeed. Thomson and Reuters have a combined share of over
70% of the worldwide market for earnings estimates data, and each is significantly larger than the
third largest supplier.

42.  The proposed transaction will substantially increase the likelihood that Thomson
and Reuters will increase the price of earnings estimates data to a significant number of
institutional financial data users. The combined firm likely would increase price both to
institutional financial data users to whom they sell estimates data directly, either via data feed or
as part of a financial data terminal product sold by Thomson or Reuters, as well as to institutional
financial data users to whom Thomson and Reuters sell indirectly, via resellers that offer
financial data terminals in competition with Thomson and Reuters. The combined firm would
have the incentive and ability to increase the cost of data sold to resellers, or to discontinue such
supply of estimates data altogether.

43.  The response of other financial data providers will not prevent or undo the
competitive harm that will likely result from the proposed merger. To the extent other providers

rely on data acquired from Thomson or Reuters, the combined firm would control the cost and
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availability of such data. Responses by firms with independent access to estimates data also
would be unlikely to prevent or undo the transaction’s competitive harm. A significant number
of institutional financial data users regard the products of Thomson and Reuters as their first and
second choices when purchasing earnings estimates data, and consider earnings estimates data
offered by other financial data providers to be distant third choices. An insufficient number of
institutional financial data users would switch to a competing earnings estimates data product to
defeat an anticompetitive price increase.

44.  Entry into or expansion in the distribution of earnings estimates data is difficult,
time consuming, and costly. Firms entering the market face significant barriers to timely entry,
including the difficulty and cost of replicating years or decades of historical data, significant
human and intellectual-property resources for standardizing and verifying the data, and the effort
and expense to establish the requisite business relationships with hundreds of investment banks
and brokerage firms to collect the data. Therefore, entry or expansion by any other firm will not
be timely, likely, or sufficient to defeat an anticompetitive price increase.

45.  Without the effect of competition between Thomson and Reuters, the combined
firm will have a greater ability to exercise market power by raising its prices for earnings
estimates data to institutional financial data users without risk of losing significant sales to
competitors.

46.  The transaction will substantially lessen competition in the distribution and sale of
earnings estimates data in violation of Section 7 of the Clayton Act. This is likely to lead to

higher prices and reduced quality for consumers of such data.
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3. Aftermarket Research Reports

47.  Competition between Thomson and Reuters in the distribution of aftermarket
research reports has benefitted institutional financial data users.

48.  The proposed transaction will significant]y increase concentration in the
distribution of aftermarket research reports. Thomson and Reuters have a combined market |
share in excess of 90%, and each is significantly larger than the third largest distributor of
aftermarket research reports.

49.  The proposed transaction will substantially increase the likelihood that Thomson
and Reuters will increase the price of their aftermarket research to a significant number of
institutional financial data users.

50.  The responses of other financial data providers would not prevent or undo the
competitive harm that will likely result from the proposed merger. Other firms lack the requisite
relationships with hundreds of investment banks and brokerage firms and a comprehensive
collection of research reports, which is both highly valued by institutional financial data users
and extremely costly to duplicate. A significant number of financial data users regard the
products distributed by Thomson and Reuters as their first and second choices when purchasing
aftermarket research reports, and consider aftermarket research report distribution offered by
other financial data providers to be distant third choices. An insufficient number of institutional
financial data users would switch to a competing aftermarket research report distributor to defeat
a price increase imposed unilaterally by the merged firm.

51.  Entry into or expansion in the distribution of aftermarket research reports is

difficult, time consuming, and costly. Emerging firms would need to expend significant
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resources to attempt to establish the business relationships with hundreds of investment banks
and brokerage firms necessary to obtain rights for distribution, collect copies of thousands of
existing reports of the contributors, and establish the technological infrastructure for selling
aftermarket research reports. Therefore, entry or expansion by any other firm will not be timely,
likely, or sufficient to defeat an anticompetitive price increase.

52.  Without competition between Thomson and Reuters, the combined firm will have
a greater ability to exercise market power by raising prices to institutional financial data users for
whom Thomson and Reuters are the only two sources of aggregated aftermarket research report
sale and distribution.

53.  The transaction will substantially lessen competition in the distribution and sale of
aftermarket research reports in violation of Section 7 of the Clayton Act. This is likely to lead to
higher prices and reduced quality for consumers of such reports.

IV. YIOLATIONS ALLEGED

54.  The United States incorporates the allegations of paragraphs 1 through 52 above.

55.  The proposed acquisition of Reuters by Thomson would substantially lessen
competition in interstate trade and commerce in violation of Section 7 of the Clayton Act, 15
U.S.C. §18.

56.  Unless restrained, the transaction will have the following anticompetitive effects,
among others:

a. actual and potential competition between Thomson and Reuters in the distribution

and sale of fundamentals data, earnings estimates data, and aftermarket research

reports will be eliminated;
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57.

competition generally in the sale of fundamentals data, earnings estimates data,
and aftermarket research reports will be substantially lessened; and
prices for fundamentals data, earnings estimates data, and aftermarket research
reports likely will increase.

V. REQUEST FOR RELIEF
The United States requests that this Court:
adjudge and decree the proposed acquisition to violate Section 7 of the Clayton
Act, 15U.S.C. § 18;
enjoin and restrain the Defendants and all persons acting on their behalf from
consummating the proposed acquisition or from entering into or carrying out any
contract, agreement, plan, or understanding, the effect of which would be to
combine Thomson with the operations of Reuters;
award the United States its costs for this action; and
grant the United States such other and further relief as the Court deems just and

proper.
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Respectfully submitted,

FOR PLAINTIFF UNITED STATES OF AMERICA:
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Thomas O. Barnett es J. Tidmey
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Patricia A. Brink Robert P. Mahnke

Deputy Director of Operations N. Scott Sacks (D.C. Bar #913087)
Mary N. Strimel (D.C. Bar #455303)
Aaron Comenetz (D.C. Bar #479572)
Adam T. Severt
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Attorneys
United States Department of Justice
Antitrust Division, Networks and Technology
Enforcement Section
600 E. Street, NW, Suite 9500
Washington, D.C. 20530
(202) 307-6200

Dated: February 19, 2008
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